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DEPARTMENT OF TAXATI ON
Amendnents to Chapter 18-251
Hawai i Adm ni strative Rul es

June 28, 2002

SUMVARY

8§18-251-1-03 i s anended.
§18-251-2-01 i s anended
8§18-251-2-03 i s anended.
818-251-4-02 is repeal ed.

§18-251-11-01 is repeal ed.



§18-251-1-03

818-251-1-03 “Rental notor vehicle” or “vehicle”,

defined. (a) Except as otherwi se provided in this
section, as used in this chapter, “rental notor
vehicle” or “vehicle” nmeans every vehicle which is:
(1) Self-propelled; or propelled by electric
power but which is not operated upon rails;
(2) Designed to carry seventeen passengers or
fewer; and
(3) Rented or |leased or offered for rent or |ease
inthis State, whether for personal or
comercial use, for a period of six nonths or
| ess.
“Car”, “passenger van’, and simlar terns may be

used to designate a “rental notor vehicle” or “vehicle”
in the exanples set forth in this chapter.

(b)

i ncl ude:

(1)

(2)

Exanpl e: ABC Rent-A-Car (ABC) rents
cars, passenger vans, and jeeps to visitors
in Hawaii and residents who occasionally need
an extra car. The vehicles are rarely rented
for periods |onger than six nonths; however,
ABC sonetinmes receives a request for a | onger
rental period. ABC s vehicles are subject to
the rental notor vehicle surcharge tax,
except rentals or |eases which are for |onger
t han si x nonths.

Exanpl e: XYZ Wheel s rents notorcycl es
and bicycles. The notorcycles are subject to
the surcharge tax. Because bicycles are not
sel f-propel |l ed, however, they are not subject
to the rental notor vehicle surcharge tax.
“Rental notor vehicle” or “vehicle” shall not

Vehi cl es, which are not governed by chapter
286, HRS, and do not use the public highways;
and

Mopeds, as defined in section 286-2, HRS.

Exanpl e: DEF Resort (DEF) rents nopeds
and golf carts to its guests for use on the
resort prem ses, which include two golf



§18-251-1-03

(3)

(4)

courses. The nopeds, which are specifically
excl uded, and golf carts, which are not

regi stered under chapter 286, HRS, and do not
use the public highways, are not subject to
the rental notor vehicle surcharge tax.

Any trucks, truck-tractors, tractor-

semtrailer conbinations, or truck-trailer

conbi nations, with

(A A manufacturer’s nom nal carrying
capacity of one thousand pounds or nore;
and

(B) A barrier or separation between the
operator’s conpartnent and the cargo
ar ea.

Exanpl e: Construction Equi prrent Conpany
(CEC) | eases heavy equi pnrent and vehi cl es
used to transport construction equi pnent to
construction conpanies for use on their
projects. Al of CEC s equi pnrent and
vehicles are trucks, truck-tractors, tractor-
semtrailer conbinations, or truck-trailer
conbi nati ons of one thousand pounds (one-half
ton) or nore capacity or larger and are never
| eased for periods |onger than six nonths.
CEC s vehicles are exenpt fromthe tax.

Cargo vans with no nore than two seats,
including the driver’s seat; provided that
vans with recreational vehicle converter
packages and vans with quick rel ease
passenger seats shall not be classified as
cargo vans.

Exanpl e: DEF Rentals (DEF) rents cargo
vans of all sizes to people and busi nesses
nmoving to new | ocations; none of these cargo
vans are rented for nore than a few weeks at
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atime. The cargo vans are exenpt fromthe
t ax.

Exanple: Do-I1t-Yourself Rentals (Do-1It-
Yourself) rents cargo vans. Most of Do-It-
Yoursel f’s vans are |l arge cargo vans with
carrying capacities of 1,500 pounds or nore.
Do-1t-Yourself also rents six passenger vans
because sone of the conpany’s custoners
prefer smaller vans. The six passenger vans
are equi pped with quick rel ease seats. Do-
I't-Yourself has renoved all of the passenger
vans’ quick release seats to allow for the
transportation of cargo; only the driver and
t he passenger seat next to the driver’s seat
remain. Although Do-It-Yourself only rents
t hese converted vans for transporting cargo,
the vans are neverthel ess passenger vans
(whet her tenporarily or permanently
converted), not cargo vans, and, Do-It-
Yoursel f’s six converted passenger vans,
therefore, are subject to the rental notor
vehi cl e surcharge tax.

A nmotor vehicle or vehicle used by businesses
whose services provide a driver with the
nmotor vehicle or vehicle. A driver is a
person who drives or is in actual physical
control of the notor vehicle or vehicle or
who is exercising control or steering a
vehi cl e being towed or pushed by a notor
vehi cl e or vehicle.

Exanple 1: ABC Cabs (ABC) provides taxi
and |inmousine service to its custoners. On
occasion, a custonmer will hire a car (with
driver) for the whole day. ABC s service
includes a driver, therefore, its vehicles
are not subject to the rental notor vehicle
sur charge tax.
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Exanpl e 2: Super Service (Super)
provi des |inousine service, using stretch
i mousi nes with passenger capacities of under
ei ght persons and passenger vans with
passenger capacities between eight to twenty-
five persons. Because Super’s service
includes a driver, its stretch |inousines are
not subject to the rental notor vehicle
surcharge tax. Super’s passenger vans,
however, are subject to the tour vehicle
surcharge tax set forth in section 18-251-2-
06. [Eff 1/27/92; am 1/2/983;
am ] (Auth: HRS 88231-3(9),
251-15(b)) (Inmp: HRS 8§251-1)
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818- 251-2-01 Surcharge tax on rental notor
vehicles or vehicles; inposition and rate. There is
| evied on the | essor, and shall be assessed and
col l ected each nonth, a rental notor vehicle surcharge
tax at the rate established in section 251-2, HRS. The
rental notor vehicle surcharge tax shall be |evied upon
the |l essor; provided that the tax shall not be |evied
on the | essor during the period Septenber 1, 1999, to
August 31, 2007, if:
(1) The lessor is renting the vehicle to replace
a vehicle of the | essee that is being
repai red; and
(2) The repair order for the vehicle is retained
by the | essor for four years for verification
pur poses.

Exanple: ABC Rentals rents a car to M.

Crui se for four days, from Decenber 30, 2000,
to January 2, 2001. The surcharge tax due is
$12. [Eff 1/27/92; am ] (Auth:
HRS 8§8231-3(9), 251-15(b)) (Inmp: HRS §251-2)
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§18-251-2-03 Surcharge tax on rental notor
vehicles or vehicles; six-nonth time period. (a) |If
the notor vehicle or vehicle is customarily rented or
| eased for six nonths or less, it shall be presuned
that the notor vehicle or vehicle is rented or |eased
and subject to this chapter.

(b) No presunption applies if the notor vehicle
or vehicle is rented or |eased for a period |Ionger than
si x nmonths, and the burden of proof remains with the
lessor. |If the lessor is able to prove to the
director’s satisfaction that the notor vehicle or
vehicle is rented or |eased for nore than six nonths,
the rental notor vehicle surcharge tax shall not be
i nposed.

(c) If alease of nore than six nonths is
term nat ed before one-hundred ei ghty days have expired,
the notor vehicle or vehicle nay not be deened to be
subject to the rental notor vehicle surcharge tax.

Exanpl e: ABC Leasi ng Conpany | eases cars for
peri ods of one year or longer. Ms. Rita Renter,
who is an out-of-state consultant on a long-term
project in Hawaii, |eases a car for a one-year
term The project, however, hits a snag two weeks
after it gets underway and is postponed to the
next year. Since her services are no | onger
needed, Ms. Renter returns the car to ABC Leasing
Conpany. Al though the car actually was rented for
|l ess than a full six nonths, the rental notor
vehi cl e surcharge tax does not apply.

(d) If the departnent finds that a | essor is
continuously entering into | eases of |onger than six
nmont hs and the | essees are continuously term nating
t hese | eases, the burden is upon the | essor to show
that the operation is not a surcharge tax avoi dance
schene and subject to the rental notor vehicle
sur charge tax.

(e) When a vehicle is rented or | eased under
separate nmonth-to-nonth contracts for a period over six
months, only an intention to rent the vehicle for one
month at a tine arises. The rental notor vehicle
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surcharge tax is inposed in this situation

| f, however, the lessor is able to show that the
mont h-to-nonth rental or | ease contracts conformto al
of the followng criteria, an intent to rent or |ease
for nore than six nonths may be found for the | essor
and the lessor will not be subject to the rental notor
vehi cl e surcharge tax:

(1) The nonthly rental or |ease contracts are
continuous with I ess than 24 hours el apsed
time between the expiration of one contract
and the next nonthly contract;

(2) The nonthly rental or |ease contracts are for
consecutive days w thout any breaks for a
continuous rental or |lease period totaling
nmore than six nonths; and

(3) The lessor has witten docunentation to
substantiate the continuous rental or |ease
of the vehicle for nore than six nonths as
provi ded in paragraphs (1) and (2).

The rental nmotor vehicle surcharge tax will not be

i nposed on the | essor for the seventh nonth and each
month thereafter on the rental or | ease of the vehicle
under nonth-to-nonth contracts which conformw th al

of the criteria set forth above. The rental notor
vehi cl e surcharge tax, nevertheless, is applicable for
the preceding six-nonth period. [Eff 1/ 27/92;

am ] (Auth: HRS 88231-3(9), 251-15(b))
(I'mp: HRS 8§251-2)



§18-251-4-02

§18-251-4-02  REPEALED. [Eff 1/27/92;
]









§18-251-11-01

§18-251-11-01 REPEALED. [Eff 1/27/92,
R ]



DEPARTMENT OF TAXATI ON

Amendnents to chapter 18-251, Hawai i
Adm ni strative Rules, on the summary page, dated June
28, 2002, were adopted on June 28, 2002, after public
noti ce was published in the Honolulu Star Bulletin, The
Garden Island, The Maui News, Hawaii Tribune-Herald,
and West Hawaii Today on May 28, 2002.

These anmendnents shall take effect ten days after
filing wth the Ofice of the Lieutenant Governor.

MARI E Y. OKAMURA
Director of Taxation

APPROVED:

BENJAM N J. CAYETANO
Gover nor
St ate of Hawai i
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Deputy Attorney Ceneral
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